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Financial Highlights 


Years ended October 31 


Gross revenues from operations 
Net income 
Stockholders’ equity 
Depreciation, depletion and amortization 
Per share of common stock: 
Earnings 
Cash dividends 
Stockholders’ equity. . 
Mineral sales backlog ... 
Common shares outstanding . 


_ Number of stockholders 


1975 


$111,581,0002 
$540,637,000 
$ 48,687,000 


17.14 

$ 6.45billion 
31,533,000 
25,800 


1 Restated to reflect all foreign currency exchange gains or losses as incurred. 
2 Net of an extraordinary item totaling $23,809,000, or 75¢ per share, relating to the Peruvian expropriation loss of an affiliate. 
3 As originally reported — does not reflect the stockholders of companies acquired by merger in 1974. 


Increase 


36.9% 
14.3% 
18.7% 
28.5% 


13.8% 
40.8% 
18.7% 
33.0% 


19741 


$501,227,000 
$ 97,632,000 
$455,411,000 
$ 37,876,000 


$ 3.11 
$ 71 
$ 14.44 
$ 4.85billion 
31,533,000 
31,300 


Increase 


50.8% 
56.9% 
18.0% 

4.9% 


56.3% 
56.0% 
18.1% 
46.1% 


19731 


$332,359,000 
$ 62,229,000 


$ 3.32billion 
31,231,000 
6,6003 


To Our Shareholders 


In 1975 Utah International achieved its 
eleventh consecutive year of record 
earnings and its twelfth consecutive year 
of improved profitability. This is the more 
significant because it was attained 
despite worldwide recession, low copper 
prices, uncommon production losses 
from industrial disputes, a disastrous 
ocean shipping market, and extraordi- 
nary losses from the Peruvian expropria- 
tion of Marcona Mining Company's 
assets. In the face of these obstacles 1975 
earnings were almost double those of 
1973 and over three times those of 1970. 


1975 Earnings Gain 
Net income exceeded $100 million for the 
first time. For the 1975 fiscal year ended 
October 31, Utah reported record earn- 
ings of $135,390,000 before recording a 
$23,809,000 extraordinary loss incurred 
as a result of Peru’s expropriation of the 
assets of a Utah affiliate. Earnings after 
the extraordinary item were $111,581,000. 
These figures represent increases of 
39% and 14%, respectively, when com- 
pared with 1974 earnings of $97,632,000. 
On a per share basis, 1975 earnings 
before the extraordinary item were $4.29 
per share, reduced to $3.54 as a result 
of the Peruvian expropriation. These 
results compared favorably with the 
earnings of $3.11 recorded for 1974. 


Dividend Raised 

Cash dividends paid in 1975 amounted 

to $1.00 per share, an increase of 41% 
over the 71 cents paid in 1974, a year 
which, in turn, had shown a 56% increase 
in dividends over the 45% cents paid in 
1973. The 1975 dividend establishes the 
25th consecutive year in which dividends 
have increased, and the 45th consecu- 
tive year of dividend payments. 


Australian Developments 

In April, Utah Development Company, 
then 90%-owned by Utah International 
Inc. and 10%-owned by Utah Mining 
Australia Limited, declared a special 
stock dividend pursuant to a new stock 
dividend program initiated by the 
company. 

As a means of increasing Australian 
ownership, Utah International elected 
under optional provisions of the dividend 
program to receive a cash payment and 
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Utah Mining Australia Limited chose to 
receive additional shares, thereby in- 
creasing its ownership in Utah Develop- 
ment Company from 10% to approx- 
imately 10.8%. 

Almost half of Utah’s assets are 
located in Australia, and these assets 
produced 72% of the company’s gross 
revenues from operations in 1975. It is the 
indicated Australian national policy to 
seek greater equity participation oppor- 
tunities for Australians in any new mining 
projects in Australia. Accordingly, Utah 
will comply with existing policy as new 
projects are considered for development. 


Coking Coal Leads Earnings Gains 
Earnings from Australian coking coal 
made the largest contribution to Utah’s 
profit gain in 1975. Shipments were 
greater because the new Saraji mine 
came into operation in the first quarter of 
the year. In keeping with sharply higher 
prices in world coking coal markets, 
extra-contractual price increases were 
negotiated in 1974 and again in 1975, 
and the average prices realized were up 
more than 50% from 1974. Metallurgical 
coal continues in a strong long-term 
position. 

The portion of the price increases 
carried through to net income was re- 
duced because the Australian federal gov- 
ernment imposed an export duty on high 
quality coking coal of approximately $8 
per metric ton beginning with shipments 
on August 19, 1975. The government also 
instituted a reduction in the corporate 
income tax rate from 45% to 42%2%, 
which was effective for the entire 1975 
fiscal year. 

Labor problems in Australia held 1975 
coking coal shipments below earlier 
expectations. Production and shipments 
in the latter half of the year were re- 
stricted by a union-imposed slowdown 
and a subsequent three-week suspen- 
sion of a majority of workers imple- 
mented by Utah along with other coal 
mining companies. An industry-wide 
settlement with Australian coal miners 
was reached in September, resulting in 
operations returning to generally normal 
conditions by year-end. 


Peru Expropriates Marcona’s Operations 
On July 25, 1975, the Peruvian govern- 


Net Income 


(millions of dollars) 


1971 


@ Extraordinary loss 


1972 


1973 


1974 


1975 
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ment expropriated the iron ore mining 
properties and facilities of Marcona 
Mining Company in Peru. Marcona 
Mining Company is a wholly owned sub- 
sidiary of Marcona Corporation which, 
in turn, is 46% -owned by Utah. 

In view of the uncertainties regarding 
any compensation for these assets, Utah 
elected to write off the full book value 
of its share of Marcona’s Peruvian invest- 
ments. Accordingly, an extraordinary 
loss of $19,071,000 was recorded by Utah 
in the third quarter, The extraordinary 
loss was increased in the fourth quarter 
by $4,738,000 to reflect losses expected 
to be realized by Marcona as a result of 
its need to redeploy, on short notice, its 
fleet of shipping vessels involved in 
the Peruvian ore trade. Marcona has 
subsequently entered into a contract of 
affreightment with Peru to transport iron 
ore from the former Marcona properties; 
the extent to which Marcona’s fleet 
will be redeployed will depend on Peru’s 
success in marketing the product. 

United States government officials, 
working together with Marcona manage- 
ment, have met with the Peruvian govern- 
ment in an attempt to receive just 
compensation for the expropriated 
Peruvian assets. While it is premature to 
predict the outcome of these negotia- 
tions, any eventual recovery will impact 
favorably on Utah's financial statements. 


Agreement to Acquire Samarco 

During the past several years Utah, 
seeking mineral investment opportuni- 
ties, has carried on a modest exploration 
program in Brazil. Toward year-end, 
Utah began negotiations for purchase of 
Marcona’s 49% interest in the new $560 
million Samarco iron ore project, now 

in the early construction stages. The 
reduction of Marcona’s financial capa- 
bility following the Peruvian takeover had 
made it impractical for Marcona to pro- 
ceed with a development of such magni- 
tude, and transfer of ownership is 
expected in 1976. 

Acquiring a 49% interest in Samarco 
Mineragao S.A., a company 51% -held by 
a major Brazilian company, will give Utah 
a meaningful participation in the mineral 
development of that country. Initial 
annual shipments, now scheduled for 
mid-1977, are expected to be 5 million 


tons of pellets and 2 million tons of 
pellet feed. 


Other Profit Centers 

In contrast to 1974's unprecedentedly 
strong copper prices and resulting profit 
contributions, this year’s results from 
copper operations were sharply lower. 
Prices and profitability continue to be 
adversely affected by a worldwide over- 
supply of copper inventories. In our 
opinion, this is a temporary situation 
which will disappear with economic re- 
covery. We view the long range outlook 
for copper with optimism. 

The earnings of Utah’s wholly owned 
subsidiary, Ladd Petroleum Corporation, 
improved considerably over the prior 
year. Results since Utah’s entry into the 
oil and gas business in 1973 support our 
view that diversification into this sector 
was a sound and timely move. 

Although higher prices were realized 
from iron ore product sales, costs esca- 
lated above earlier expectations, par- 
ticularly at the one-third-owned Mount 
Goldsworthy mine in Western Australia. 
As a result, 1975 earnings from iron ore 
operations were little changed from the 
prior year level. 

Although shipments were lower in 
1975, earnings from uranium operations 
were comparable with 1974 because of 
the very substantial profit recorded late 
in the year from the sale of 350,000 
pounds of uranium concentrate on the 
spot market at a price approximately 
three times that being realized from ship- 
ments under existing sales contracts. 
Some progress has been made in 
renegotiating several sales contracts 
entered into prior to this year and before 
the very sharp increase in uranium prices. 

Utah’s utility customers for steam coal 
experienced some mechanical problems 
at the Four Corners Power Plant in the 
current year. As a result, reduced re- 
quirements for steam coal held ship- 
ments and profits for the Navajo mine 
below those of 1974. 

Land development activities continued 
to be hampered by conflicting views 
among government entities, and by 
regulatory rulings that curtailed or pre- 
vented development, resulting in land 
operations recording a loss during the 
1975 fiscal year. 


Mineral Sales Backlog (billions of dollars) 


1. Coking Coal 


2. Copper * 
3. Iron Ore 
4. Steam Coal 


5, Uranium 


1971 1972 1973 1974 1975 


* Computed at assumed copper price of 35¢ per pound. 


Mineral Sales Backlog Record 

Utah’s mineral sales backlog is a state- 
ment of the value of mineral products to 
be delivered in future years under exist- 
ing contracts. Excluding sales agree- 
ments held by affiliates, at year-end the 
company's backlog stood at $6.45 billion. 
94% of this total is represented by con- 
tracts containing escalation clauses 
offering substantial protection against 
future cost increases. Just as higher 
commodity prices led to our strong 
earnings gains, price adjustments played 
a substantial part in increasing the 
mineral sales backlog to record levels. 
After allowing for 1975 mineral sales, the 
1975 $1.6 billion backlog increase alone 
is more than twice Utah’s 1975 revenues 
of $686 million. 


General Electric and Utah Merger Plan 
On December 15, 1975, the Boards of 
Directors of General Electric Company 
and Utah International Inc. announced 
that they had authorized the negotiation 
of a definitive merger agreement. The 
proposed merger is to be accomplished 
through a tax-free exchange of 1.3 
shares of General Electric common stock 
for each share of Utah common stock. 
Based upon stock prices at the time of 
the announcement, Utah shareholders 
would receive shares of General Electric 
Company with a value of approximately 
$1.9 billion. 

Consummation of the merger is sub- 
ject to the negotiation of a mutually 
satisfactory merger agreement, and to 
approval by the Boards of Directors and 
shareholders of both companies. The 
merger is also subject to requisite 
governmental approvals. 

In our view, General Electric’s world- 
wide business experience would augment 
our own and allow us to continue to 
participate successfully in Utah’s rapidly 
expanding markets. Access to General 
Electric’s resources and sophisticated 
research capabilities would enable the 
company to take advantage of more and 
greater opportunities in the mining field. 
For both Utah and General Electric 
shareholders and their employees 
we believe this merger represents an 
unusual occasion for enlarged pros- 
pects with a greater degree of 
diversity. 
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Outlook 

As we look ahead, we anticipate that 
1976 will once again witness record earn- 
ings for Utah International. However, the 
full profit level capability of Utah’s 
existing operations will probably not be 
realized in 1976 because of the indicated 
low rate of steel production in Japanese, 
European, and U.S. steel mills, and by 
the need for Utah to replenish working 
stockpiles of coking coal to normal oper- 
ating levels and to rearrange shipping 
schedules disrupted by the labor prob- 
lems that afflicted operations during the 
third and fourth quarters of 1975. We 
believe these conditions to be temporary, 
and as the economies of the major indus- 
trial areas recover and show renewed 
economic strength, the business climate 
for Utah International will strengthen 
correspondingly. Increased output, and 
higher shipments should carry Utah’s 


profits into new and higher ground in 1976. 


Looking still further ahead, prospects 
for bringing into production new mineral 
properties from reserves already well 
identified appear promising in coking 
coal, iron ore, steam coal, and uranium. 
The sharply expanded exploration 
expenditures for oil and gas and for solid 
minerals are expected to result in dis- 
covery of new reserves and the expan- 
sion of existing reserves. 

Finally, we submit that the company’s 
impressive record of progress over the 
past decade reflects the skill and the 
dedication of its employees throughout 
the world. Personally, and on behalf of 
the shareholders and the Board of Direc- 
tors, we express our appreciation to 
those who have contributed so signifi- 
cantly to the success of the company. 


Respectfully submitted, 


Coster is 


Chairman of the Board 


SaaS) ee 


President 


Edmund W. Littlefield 


Alexander M. Wilson 


1975 Operations 


Utah International Inc., either directly or through its subsidiaries and 
affiliates, owns and operates mining properties in the Western 
Hemisphere and Australia; maintains an extensive minerals exploration 
program worldwide, and conducts petroleum, ocean shipping and 

land development operations. Major revenues result from the sale of 
coking coal, steam coal, uranium, copper, iron ore, oil, and natural gas. 
Excluding sales agreements held by affiliates, at year-end, the company 
had a mineral sales backlog of $6.45 billion under existing contracts, 
primarily with Japanese, European and United States purchasers. 


Coking Coal 


Total Sales 1975 1974 1973 
13,241,000 12,165,000 11,548,000 


(metric tons) 


Coking coal, or metallurgical coal, is 
characterized by special properties suit- 
able for use in the steel making process. 

Utah’s interests in coking coal oper- 
ations are represented by an 89.2% own- 
ership in Utah Development Company, 
an enterprise operating solely within 
Australia. The remaining ownership is 
held by Utah Mining Australia Limited, 
an Australian company owned by more 
than 8,000 shareholders. 

Utah Development Company currently 
operates four coking coal mines in the 
Bowen Basin of central Queensland. 
Blackwater, the first mine developed, is 
wholly owned by Utah Development, with 
the mines at Goonyella, Peak Downs, 
and Saraji 85% -owned by Utah Develop- 
ment Company and 15% by Japanese 
interests. Shipments from these mines in 
Australia are made to Japanese and 
European steel companies under existing 
long-term sales contracts. 

Price increases, effective in January 
and September for sales to European 
customers, and in April for deliveries to 
Japanese purchasers, significantly im- 
proved the profitability of Utah's coking 
coal operations. The above price 
increases were established through 
extra-contractual agreements, and reflect 
both a general recognition of higher world 
values placed on coking coal and an 
excellent relationship with customers. 
As a result of the negotiated price in- 
creases, and through advances attribut- 


able to the cost escalation provisions of 
Utah’s sales contracts, the average price 
per tonne (metric ton) of coking coal 
shipped was more than 50% higher in 
1975 than in 1974. However, an Australian 
government-imposed export duty of ap- 
proximately $8 per tonne, which applies 
to all of Utah’s coking coal shipments 
from Australia after August 19, 1975, 
served to moderate the benefits of the 
price increases. 

The new Saraji mine in Queensland, 
designed to reach a 4.5 million tonne-per- 
year production level, made its initial 
shipment of coking coal during the first 
quarter, and was an important contribu- 
tor to the 1975 earnings improvement. 
The 2,780,000 tonnes of coal shipped 
from Saraji during its first year of opera- 
tion enabled total shipments from the 
mines to increase from 12,165,000 tonnes 
in 1974 to 13,241,000 tonnes in 1975. 

The record level of shipments was 
achieved even though production and 
shipments from the Blackwater, Goon- 
yella, and Peak Downs mines were below 
prior-year levels and well below expec- 
tations, as coal industry labor problems 
in Australia had an adverse effect on 
performance. Beginning in June, union- 
imposed bans on overtime (overtime is all 
work beyond a 35-hour week) and bans 
on the employment of new labor resulted 
in a slowdown of operations. These 
restrictions were adopted by the unions 
during their negotiations for higher 
wages. On August 26, 1975, with no reso- 
lution of the problem in sight, Utah 
Development Company elected to sus- 
pend the union employees at its Goon- 
yella, Peak Downs and Saraji mines until 
such time as the unions lifted their bans. 
Utah’s action was in line with similar 
measures taken by a number of other 
coal mining companies in Australia. 

On September 17, 1975, after a work 
stoppage of approximately three weeks, 
operations were resumed at the Goon- 
yella, Peak Downs and Saraji mines. As 
part of an industry-wide settlement in 
Australia, employees at Utah Develop- 
ment Company’s mines agreed to return 
to work under the provisions of a deci- 
sion handed down by the Australian gov- 
ernment’s Coal Industry Tribunal. The 
settlement included the lifting of all bans 
on overtime and new labor, and at the 


At the Peak Downs mine massive electri- 
cally-operated draglines, with bucket 
capacities of up to 65-cubic yards work 
around the clock to remove overburden 
and uncover the coal seam. In the coal 
preparation plant, coarse coal samples 
are analyzed to determine the extent of 
impurities and non-coking coal. 


Coal samples from Utah’s mines are 
heated in a laboratory furnace to deter- 
mine their coking qualities. Technicians 
rate the resulting “coke buttons” accord- 
ing to their size, or free swelling index. 
This year 10,105,963 metric tons of high 
quality coking coal from the Goonyella, 
Peak Downs, and Saraji mines were 
loaded and shipped from the Hay Point 
facilities on Australia’s east coast. 


same time, provided for wage increases. 


Under cost escalation provisions in 
Utah’s long-term coal sales contracts, 
wage hikes give rise to appropriate 
price adjustments. 

As a result of the slowdown and work 
stoppage, shipments from the Goonyella 
mine were held to 3,210,000 tonnes in 
1975 compared to 3,738,000 tonnes in 
1974, while Peak Downs shipped 
4,117,000 tonnes in 1975 compared to 
4,925,000 tonnes in the prior year. 

Although productivity at the Black- 
water mine also suffered during the 
period of union-imposed bans, Utah 
chose to continue restricted operations 
there though the company had sus- 
pended activities at the other three 
mines. Management's decision to con- 
tinue operations at Blackwater was 
determined by the need to supply steam 
coal from the mine to satisfy the emer- 
gency requirements of a power generat- 
ing plant serving the heavily-populated 
part of southeastern Queensland. Coal 
producers who normally supply this 
facility were adversely affected by the 
industry-wide labor problems, causing 
the generating plant to operate with a 
dangerously low fuel supply. Coking coal 
shipments from Blackwater in 1975 
totaled 3,134,000 tonnes compared to 
3,503,000 tonnes delivered in 1974. 

A realignment of shipping schedules, 
partly to build up inventories depleted by 
labor disruptions in 1975, and partly to 
accommodate near-term reduced 
customer requirements, is expected to 
adversely affect coking coal deliveries 
in the first half of 1976. However, discus- 
sions currently being held with prospec- 
tive purchasers could result in 1976 sales 
to new customers and, barring a pro- 
longed recession, Utah's full year coking 
coal shipments should show a significant 
increase over 1975 results. 

Discussions held with government 
officials concerning Utah’s plans for the 
development of the new Norwich Park 
mine made disappointingly little progress 
during the year. The required approvals 
from both the federal and state govern- 
ments for the establishment of the pro- 
posed mine have not been forthcoming. 
However, recent government policy 
changes may make it possible to reach 
a decision soon. Since much of the infra- 


structure for Norwich Park has been 
completed already as part of the Saraji 
development, the new mine could be in 
operation within 2% years once all 
approvals have been obtained. It is 
estimated that the development of 
Norwich Park would represent a total 
capital investment of approximately 
$250 million. 

Further improvements were made dur- 
ing the year at Dysart, the new community 
which houses families of employees at 
the new Saraji mine and which was de- 
signed to accommodate employees of 
the proposed Norwich Park project as 
well. Little more than a plan on the draw- 
ing boards just three years ago, Dysart 
today is a modern community full of the 
promise — and the growing pains — of 
anew town. Like Moranbah, the com- 
munity built just three years ago and 
located 55 miles to the north to serve 
employees and their families from the 
Goonyella and Peak Downs mines, Dysart 
is located in a relatively remote area of 
central Queensland. With a total popula- 
tion of 1,600, Dysart has emerged as a 
self-contained township with services 
and amenities ranging from a modern 
shopping center to an Olympic-size 
swimming pool. 

Utah’s Hay Point shipping port, located 
137 rail miles from the most distant of the 
mines it supports, was originally de- 
signed to receive and handle coking 
coal from the Goonyella and Peak Downs 
mines. The first ship loading took place 
in October 1971. With the building of the 
Saraji mine it became necessary to 
enlarge the port facilities. A recently 
completed second berth and shiploader 
enable Utah to load simultaneously two 
ships of the 100,000-deadweight-ton 
class, On-land facilities, consisting of a 
conveyor network and coal handling 
equipment, have been enlarged as well, 
and now provide a greatly expanded 
stockpile capacity at the port. The 
expansion establishes Hay Point as one 
of the world’s leading high-capacity 
coal shipping terminals. 


Rail-mounted stacking units at Utah’s 
Navajo mine deposit layers of crushed 
coal in 30,000-ton blending piles. Stock- 
piled coal stands ready for delivery over 
a network of conveyors to the Four 
Corners Power Plant. To insure uniform 
quality of steam coal shipments, before 
stacking, samples are tested through an 
Eschka fusion process which analyzes 
the sulfur content of the coal. 


Steam Coal 


Sales 1975 1974 1973 
(tons) 6,203,000 7,102,000 7,179,000 


Steam coal derives its name from its pri- 
mary historical use — it is burned in the 
process of converting water to steam, 
which, in turn, provides the energy to 
drive electric generators and other 
machinery. Supplementing this tradi- 
tional use, technology exists to convert 
the energy content of coal to a product 
similar to natural gas. 

Utah’s Navajo mine, located on the 
Navajo Indian reservation in New Mexico, 
is one of the largest coal mines in terms 
of production in the United States. The 
mine in its present configuration has a 
capacity to produce approximately eight 
million short tons of steam coal annually. 
It furnishes the entire fuel requirements 
of the Four Corners Power Plant which is 
owned by a group of six utility companies. 

Utah delivers coal to the utilities under 
two long-term fuel supply agreements. 
Mechanical problems experienced by 
the power plant reduced the facility's fuel 
requirements in 1975, and shipments 
from Navajo totaled 6.2 million short tons 
compared to 7.1 million in 1974. 

Of Utah's 1.1 billion tons of coal re- 
serves at Navajo recoverable by strip 
mining methods, less than one-third is 
committed to the Four Corners Power 
Plant. The balance of the reserves has 
been conditionally committed to two 
utility companies to supply coal for sub- 
stitute natural gas plants which will 
convert the coal into pipeline quality 
gas. It is expected that the first plant will 
require annual coal purchases of approx- 
imately 9.6 million tons, Development of 
the project has been held up because 
of difficulties involved in obtaining vari- 
ous approvals. Commencement of the 
project still depends upon the negotia- 
tion of a plant site lease with the Navajo 
Nation, favorable rulings from various 
governmental agencies, and financing 
arrangements including loan guarantees 
by the government. Plans now call for 
deliveries in 1980, assuming necessary 
requirements are met during 1976. 

Eight miles north of the Navajo mine, 
Utah operates the San Juan mine as a 
contractor for Western Coal Company. 
Deliveries in 1975 to the San Juan Power 


Plant from this operation were 1.2 million 
tons, as compared to 867,000 tons in 
1974. Discussions are presently being 
held with the coal lease owner, concern- 
ing a revision of the contract to provide 
for increased production from the San 
Juan coal lease and from Utah’s Navajo 
coal lease for this facility. 

Work continues on the development of 
the Craig mine in Colorado, with ship- 
ments of coal to a new generating plant 
scheduled to begin in late 1977. Un- 
fortunately, in the current year it became 
necessary for Utah to initiate a lawsuit 
against the owners of this power plant in 
an attempt to clarify the terms of the coal 
supply contract entered into in 1973. 
Utah maintains that the construction of 
generating units larger than those called 
for by the contract would require deliv- 
eries in excess of the mine’s planned 
capacity. It seeks to limit the contractual 
amounts or, alternatively, to rescind the 
contract. 

Additional drilling and further evalua- 
tions were conducted by Utah during 
1975 at the Kanab, Utah reserves. Dis- 
cussions continue with a utility for 
delivery of the coal to two seperate gen- 
erating stations, but no final agreement 
has yet been reached. 


Uranium 


Sales 1975 1974 1973 
3,520,000 5,475,000 2,215,000 


(pounds) 


Since 1974, the long-range outlook for 
uranium concentrate producers has 
shown marked improvement. Recent 
quotations of over $30.00 per pound 

for product to be sold on a spot basis 
reflect a 300% gain over 1973 prices. 
The increases have resulted from both 
near-term and anticipated longer-term 
demand, reflecting a concern among 
buyers that industry capacity is not 
expanding ata rate sufficient to meet 
future requirements. Although market 
prices fluctuate, Utah believes future 
realizations comparable to present high 
price levels will be required to justify 
expenditures for exploration and dis- 
covery of sufficient new reserves to sup- 
port expansion and replacement of mine 
and mill facilities. 

Utah was able to take advantage of re- 
cent price increases with a modest fourth- 
quarter spot sale of 350,000 pounds of 
uranium concentrate. The balance of the 
company’s 1975 shipments was made 
under contracts entered into prior to the 
price increases of recent years. Although 
the majority of Utah’s production capac- 
ity through 1980 is committed under 
such arrangements, some contracts were 
renegotiated in 1975 to improve prices 
and to provide additional cost-escalation 
protection for Utah. Shipment schedule 
delays to accommodate customers’ 
requests have also enhanced prospects 
for additional spot sales and improved 
realizations in 1976 and 1977. 

1975 uranium concentrate shipments 
of 3.5 million pounds were well below 
1974's record of 5.5 million pounds, which 
included delayed shipments from the 
prior year. 

Utah’s uranium operations in Wyoming 
have a combined production capability 
of 4.2 million pounds of concentrate per 
year. The Lucky Mc project in the Gas 
Hills has operated since 1958 as an 
open-pit mine and mill. Shirley Basin 
properties were mined as early as 1960, 
first underground and then using solu- 
tion mining techniques. In 1970 the 
Shirley Basin operation was completely 
redesigned as a new open-pit mine and 
mill with approximately the same capac- 
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ity as at Lucky Mc. In 1975 circuit 
changes were made in the Shirley Basin 
mill, raising the throughput from 1,200 
tons per day to 1,800 tons per day. This 
enables the plant to process lower grade 
ores without reducing the output of 
uranium. The value of the two existing 
mills is continually enhanced as plans 
for any new facilities are plagued by 
rising construction costs and inordinate 
delays caused by increasingly stringent 
environmental controls. 


Uranium content of ore samples from 
Shirley Basin and Lucky Mc mines is 
measured by an X-ray fluorescence 
apparatus prior to sending ore through a 
hydrometallurgical process in the mills. 
To convert raw ore to uranium con- 
centrates, a slurry of uranium precipitate 
is refined, filtered, and dried to yield 
yellowcake, or uranium oxide. 


Share of Sales 1975 1974 1973 
(pounds) 156,978,000 129,548,000 133,813,000 


In 1975, the world copper market was 
characterized by low prices and increas- 
ing inventories. The London Metal 
Exchange price per pound of copper 
ranged between 67.8 and 52.3 cents dur- 
ing Utah's fiscal year, a sharp drop from 
the record high of $1.52 reached in 1974. 
Reflecting significantly lower product 
prices, profitability from copper opera- 
tions was substantially below the record 
contribution of 1974. 

Utah's interests in copper are repre- 
sented by the Island Copper mine, located 
at the north end of Vancouver Island in 
British Columbia, Canada, and a 25%- 
owned affiliate, Cyprus Pima Mining 
Company, located approximately 25 
miles south of Tucson, Arizona. 

The Island Copper mine started 
production in October 1971, and made its 
first shipment to Japan in December of 
that year under contracts negotiated in 
1969 and 1970. The agreements with 
Japanese smelters include commitments 
for 100% of Island Copper’s production 
through 1976 and approximately 64% of 
its production during the succeeding 
five years. Prices under the agreements 
are based on London Metal Exchange 
quotations. 

Copper ore is mined by open pit 
methods at Island Copper and hauled to 
anearby mill. The milling operation 
includes crushing, grinding and concen- 
trating of the copper minerals by a 
flotation process. Supporting facilities 


also include a deep-water dock adjacent 
to the mill, and a sizeable housing 
development in the town of Port Hardy, 
situated ten miles from the mine site. 

Operationally, 1975 was a good year 
for Utah’s copper activities. Island 
Copper mined and milled 13.7 million 
tons of ore and shipped approximately 
116 million pounds of copper. Copper 
shipments, which easily surpassed the 91 
million pounds of copper delivered in 
strike-impacted 1974, were achieved in 
spite of second-quarter shipping defer- 
rals implemented to accommodate cus- 
tomer requests. The average price per 
pound of copper realized during 1975 was 
57 cents as compared to $1.05 in 1974. 
Shipments of gold, the mine’s most 
important by-product, totaled 62,000 
ounces in 1975 as compared to 45,000 
ounces in 1974. The average price per 
ounce of gold sold in 1975 was $168, as 
compared to $146 in 1974. 

The Cyprus Pima mine, which is also 
an open-pit mine, has a milling capacity of 
approximately 53,500 tons per day. Sales 
of copper during 1975 totaled 165 million 
pounds as compared to 154 million 
pounds in 1974. Approximately 36% of 
Cyprus Pima’s output was sold to U.S. 
producers, and the average price per 
pound of copper sold in 1975 was 61.2¢ 
as compared to 82.3¢ during 1974. 


A fleet of 35 haul trucks, capable of 
transporting 120 and 170-ton loads, oper- 
ates 24 hours a day in the Island Copper 

it. Copper ore is hauled to the crusher 

overburden is delivered to “spoil 

piles. At the processing mill, an atomic 
absorption spectrophotometer is among 
the sophisticated tools used to provide 
control of the milling operation. 


Iron Ore 


Share of Sales 1975 1974 1973 


(dry long tons) 6,319,000 7,946,000 7,512,000 


Iron ore is a naturally occurring substance 
from which iron can be economically 
extracted for use in the steel-making 
process. 

From three projects located in the 
United States, Australia, and New Zea- 
land, Utah, directly and through its 
affiliates, mines iron ore and supplies the 
product to steel producers worldwide. 
The Peruvian government's expropria- 
tion of Marcona’s iron ore mine in July 
1975 reduced Utah's interests in iron ore 
over the short term, but the company’s 
position will increase when shipments 
from the new Samarco mine in Brazil 
commence in mid-1977. 

The Iron Springs mine located near 
Cedar City, Utah, was acquired in 1946, 
and is the oldest of Utah’s existing mines. 
Conventional open-pit mining methods 
are used, but through employment of a 
unique traveling magnetic concentrator, 
low-grade alluvial deposits also can be 
processed profitably. Lower customer re- 
quirements as a result of a drop in steel 
production, held shipments in 1975 to 
431,000 tons compared to 555,000 tons 
delivered in 1974, and profitability from 
the Iron Springs mine was below the 
prior year’s level. 

Utah also operates a nearby mine for 
CF &1 Steel Corporation under a mining 
contract which extends to August 31, 
1979. Under the terms of the agreement, 
951,000 tons of iron ore were shipped 
in 1975 compared to 880,000 tons in 1974. 
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Utah Development Company, 89.2% - 
owned by Utah International, holds a one- 
third interest in Mount Goldsworthy 
Mining Associates, a group involved in 
operating and developing iron ore prop- 
erties in Western Australia. The initial 
venture involved the construction of the 
Mount Goldsworthy mine, crushing and 
shiploading facilities at Port Hedland, 
and a71-mile railroad to link the two 
installations. Following initial shipments 
in 1966, the operations have been ex- 
panded on several occasions to include 
several new mining locations and have a 
current capacity of approximately 8 
million tonnes. 

Although Mount Goldsworthy’s ship- 
ments of 7.8 million tonnes in 1975 were 
slightly higher than the 7.7 million tonnes 
delivered in 1974, the profit contribution 
was slightly lower. Price increases 
effected late in the 1974 fiscal year 
enabled Mount Goldsworthy to report 
favorable profit comparisons in the first 
half of 1975. However, sharply escalating 
costs due to inflation and labor disrup- 
tions, and the inability to obtain further 
price increases resulted in operational 
losses in the second half of the year. 

In 1975 the Mount Goldsworthy part- 
ners concluded a major study to deter- 
mine the feasibility of developing Mining 
Area “C,” located approximately 210 
miles from the existing port. During the 
year a bulk sample of Mining Area ‘“‘C” 
ore was shipped to potential customers 
in Japan for their evaluation. A decision 
on whether or not to proceed with the 
development of the project will depend 
on the Mount Goldsworthy partners’ 
success in obtaining the necessary gov- 
ernment approvals, financing arrange- 
ments, and long-term sales contracts. 

Utah’s interests in New Zealand are 
held through Marcona, which owns 75% 
of a company that utilizes a dredging 
operation to mine iron-bearing coastal 
sands. After the sands are refined, the 
concentrate as a slurry is pumped from 
the coastal facility to specially outfitted 
slurry ships moored 1.7 miles at sea. 
1975 shipments totaled 1.1 million tons, 
which was equivalent to 1974 levels. 


A complex of conveyors at Utah’s Cedar 
City operations is used to blend iron ore 
to meet specifications for U.S. Steel’s 
Geneva works at Orem, Utah. Using the 
furnace at left to determine the content 
of ore samples, laboratory technicians 
watch closely for signs of sulfur, one of 
the undesirable elements that can be 
present in iron ore. 
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Samarco 


Utah has entered into an agreement with 
Marcona Corporation (a 46% -owned 
affiliate) for the purchase of Marcona’s 
49% interest in Samarco Mineragao S.A. 
(Samarco), a Brazilian company involved 
in the development of an iron ore prop- 
erty in Brazil. The remaining 51% stock 
ownership in Samarco is held by S.A. 
Mineragao da Trinidade (Samitri), a major 
Brazilian iron ore producing company. 

Development of the Samarco project 
provides Utah with a major new invest- 
ment opportunity, and enables the com- 
pany to extend its operations into a 
country with vast mineral resources as 
well as a policy to encourage foreign 
capital to participate in the nation’s 
economic development. 

The new venture, scheduled to begin 
shipments in mid-1977, will be managed 
and operated by Samarco. Major capital 
expenditures incorporated in the pro- 
posed $560 million initial investment will 
involve development of the mine site, 
installation of a pipeline to transport iron 
ore concentrate in slurry form to the 
coast, and construction of pelletizing 
facilities and a shipping port at Point 
Ubu. Long-term financing arrangements 
have been made for Samarco to borrow 
$294 million from a group of international 
banks including the Export-Import Bank 
of the United States. In succeeding to 
Marcona’s interest in the Samarco proj- 
ect, Utah guarantees the repayment of all 
amounts borrowed under the Samarco 
agreements and guarantees the comple- 
tion of the Samarco project although 
Marcona remains a primary obligor of the 
borrowings. Similar guarantees have 
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been made by the 51% Samarco 
shareholder. 

Development of Samarco’s facilities 
started in May 1974. The open-pit mine 
and flotation concentrator are located at 
Germano, approximately 50 miles from 
Belo Horizonte in the state of Minas 
Gerais, and are designed for initial annual 
shipments of 7 million tons. Concessions 
and reserves at the Germano site assure 
a supply of at least 300 million tons of 
iron ore concentrate with a 66% or 
higher iron content. 

Following processing at the concen- 
trator, the product will be transported in 
a 20-inch diameter, 250-mile long pipe- 
line to Point Ubu on the Atlantic coast. 
Although shipments of seven million tons 
per year are projected initially, the pipe- 
line will have the capacity to transport 
12 million tons of iron ore in slurry form 
annually. The current excess transport 
capacity of five million tons was designed 
into the pipeline to take care of planned 
production increases and future 
expansions. 

At Point Ubu, a plant is under con- 
struction to convert five million tons per 
year of the mine’s output into iron ore 
pellets, which will be delivered to steel 
mills in the United States and Europe 
under existing long-term contracts which 
tie pellet prices to certain indices for 
protection against cost escalation. 
Long-term contracts for the sale of two 
million tons of filtered concentrates are 
presently being discussed with pros- 
pective buyers. 


Engineering for the new Samarco proj- 
ect, to be 49% -owned by Utah Inter- 
national, is being carried out in five engi- 
neering offices in San Francisco, 
Pittsburgh, and Brazil. Construction is 
proceeding at the Germano site, the mine 
end of the system. A pipeline will run 250 
miles (403 kilometers) to Point Ubu on 
the coast, where workmen are building 
an iron ore pellet plant. Suction dredging 
will deepen the channel berthing area, 
and a newly constructed breakwater will 
shelter Point Ubu’s dock site. 


Shipping 


Utah’s ocean shipping interests are held 
through its 46% -owned affiliate Marcona 
Corporation, and Utah Development 
Company’s wholly owned subsidiary, 
Utah Shippers Inc. 

Historically, the transportation of its 
own mineral products has been a very 
significant factor in Marcona’s shipping 
operations, In the months prior to the 
Peruvian expropriation, approximately 
60 percent of its shipping capacity was 
employed in the transport of ore from the 
Peruvian mine. The expropriation 
resulted in a loss of that trade, which 
required Marcona to seek third-party 
cargoes. However, the suddenness of the 
expropriation act and the generally de- 
pressed shipping market inhibited 
prompt and satisfactory redeployment 
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of all the vessels. Consequently, Marcona 
classified a portion of its shipping losses 
as being directly related to the 
expropriation. 

Marcona has subsequently entered 
into a contract of affreightment with 
Compajfiia Peruana de Vapores for the 
transportation of all iron ore shipped 
from the former Marcona Mining Com- 
pany properties in Peru to Marcona’s 
traditional customers between Decem- 
ber 11, 1975 and December 31, 1976. The 
extent to which Marcona’s fleet may be 
redeployed in this trade will depend on 
iron ore marketing success during 
this period. 

At year-end, Utah had reached agree- 
ment with Marcona for the purchase of 
three of its combination ore-oil carriers. 


However, Marcona subsequently re- 
ceived another proposal which was con- 
sidered to be a more attractive alternative, 
and the ships were sold to a third party. 
Following this sale, Marcona now owns 
and operates nine large carriers with a 
combined capacity of 800,000 dead- 
weight tons. 

In addition to the interest in Marcona’s 
shipping activities, Utah manages and 
directs charter shipments of the com- 
pany’s Australian coking coal to Euro- 
pean customers, and deliveries of 
copper concentrate production to Japan 
from the Island Copper mine. In fiscal 
1976, two new 126,000-ton dry bulk car- 
riers will be delivered to two corporations 
in which Utah Development Company 
and Japanese interests each have a 50% 


share. Managed by Utah, these ships will 
transport Utah’s Australian coking coal 
to Europe and iron ore from the Atlantic 
basin to Japan. The Orco Miner is 
scheduled for delivery in January 1976, 
and the Orco Trader is scheduled for 
delivery in August 1976. 


Steaming out of San Francisco Bay, the 
Marcona Prospector, a 108,770-dead- 
weight ton combination ore-oil carrier, 
is among a number of Marcona vessels 
with the capability for hauling either 
liquid or dry bulk cargoes. This feature 
provides greater flexibility by allowing 
the ship to trade in either market. 
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Oil and Gas 


Oil Sales 1975 1974 1973 
(barrels) 2,435,000 2,141,000 2,117,000 
— 
Gas Sales 1975 1974 1973 
(thousands 

of cubic feet) 


26,900,000 28,400,000 29,600,000 


Increased needs for domestic petroleum 
reserves, accompanied by rising world 
prices, have prompted record levels of 
exploration and overall industry activity. 
Reflecting these circumstances, Utah's 
wholly owned Ladd Petroleum Corpora- 
tion, a petroleum exploration and pro- 
duction company, responded with 
continued profitability gains in 1975. 

The United States political climate is 
the major problem currently confronting 
the oil and gas industry. In March 1975 
Congress voted to eliminate the deple- 
tion allowance for all integrated produc- 
ing companies and to reduce drastically 
the depletion allowance for most others, 
thereby removing an important incentive 
from the nation’s exploratory efforts. 
Congressional action has also entered 
into the area of crude oil pricing, more 
desirably the province of the free 
market. 

Costs for services and equipment are 
rising dramatically, and required funds 
for exploration can only be committed if 
public policy allows industry an oppor- 
tunity, in a free market environment, to 
earn a satisfactory return on its high risk 
investment. It is imperative that legislative 
action be redirected so that our country 
can maintain a secure and longer lasting 
domestic supply of oil and gas. 
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From its headquarters in Denver, 
Colorado, Ladd operates producing prop- 
erties in most important domestic and 
Canadian petroleum producing areas, 
excluding Alaska and offshore areas. 

A sharply higher budget for oil and 
gas exploration enabled Ladd to partici- 
pate in a substantially greater level of 
exploratory activity in 1975. New crude 
oil and natural gas discoveries made in 
Louisiana, Oklahoma, Wyoming, and 
Alberta, contributed to the unusually high 
success ratio achieved in 1975. Although 
only a minimal amount of newly dis- 
covered reserves has thus far been 
assigned to the proven producing cate- 
gory, Ladd anticipates that further devel- 
opment will result in significant additions 
to reserves. The company’s oil and gas 
exploration budget is expected to in- 
crease even further in 1976 and Ladd 
anticipates that its participation in the 
drilling of exploratory test wells will 
approximately double during the year. 

In 1975, the company produced 
2,435,000 barrels of crude oil, up 14% 
from the 2,141,000 barrels produced 
during 1974. Natural gas production of 
26.9 billion cubic feet was down 5% from 
the 28.4 billion cubic feet for 1974. Dur- 
ing 1975, development drilling of previ- 
ously proven properties and expansion 
of secondary activities were particularly 
successful, and daily productivity rates 
are currently increasing. Lacking addi- 
tional adverse Congressional action, it is 
expected that Ladd will participate ina 
substantially greater number of develop- 
ment operations in 1976. 


Ata tank battery near Enid, Oklahoma, 
a Ladd Petroleum technician drops a 
“thief” into crude oil to determine oil 
quality and check for water and basic 
sediment contaminants before the oil is 
sold to a refinery. At the Gomez Field in 
West Texas, natural gas operations in 
which the company has a substantial 
interest, were expanded during fiscal 
1975. Year-end figures show five wells 
in the field produced 11 billion cubic feet 
of natural gas which was sold in the 
interstate market. A sixth well was 
nearing completion at fiscal year-end. 


Mineral Exploration 


Growing demand for raw materials and 
energy-related resources has accelerated 
Utah’s vigorous exploration program. 
Expanded exploration efforts, both 
foreign and domestic, are supported by 
the company’s belief that increasing 
energy requirements and growing eco- 
nomic expectations on the part of estab- 
lished and emerging nations will produce 
a climate favorable to the development 
of mineral resources. Indeed, many 
recent signs of encouragement stem 
from a growing worldwide recognition 
that mineral development is an essential 
part of sound economic growth. 

Utah concentrates its exploration 
efforts on energy minerals, coking coal, 
and some of the base and precious 
metals. These are commodities which, 
over the long term, appear likely to bene- 
fit from strong market demand, The com- 
pany has particular grounds for optimism 
concerning the outlook for the mineral 
commodities to which it is committed. 
The price of uranium has tripled during 
the past eighteen months. Since 1973 the 
price of coking coal has more than 
tripled, and steam coal prices have sub- 
stantially increased during that same 
period. The longer term supply and de- 
mand relationship for all three of these 
commodities is favorable from the stand- 
point of the efficient producer. Copper 
and some other base metals have not 
fared so well recently due to the high 
sensitivity of demand and price to the 
business cycle, but a strengthening of 
prices is looked for as business improves 
and demand again overtakes supply. 

Utah's mineral exploration activities 
involve both independent searches and 
joint ventures with industry partners. 
Exclusive of funds expended in the 
search for oil and gas, an annual oper- 
ating budget four times greater than that 
of 1970 now enables Utah to carry on 
reconnaissance projects in widely diverse 
geographic areas. Mineral exploration 
personnel are located in the United 
States, Canada, Australia, Southeast 
Asia, Africa, Brazil, and the Middle East. 

In 1975, Utah’s Exploration Depart- 
ment placed increasing emphasis, espe- 
cially in domestic locations, on the 
evaluation of mineral properties that are 
known candidates for possible acquisi- 
tion. A coordinated approach among 
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Utah’s Marketing, Technical Services, 
and Exploration personnel facilitates the 
evaluations. It is expected that this ap- 
proach will play an important future role. 
Utah’s exploration and mineral de- 

velopment activities influence the long- 
term growth potential of the company. 
Looking ahead to 1976 and beyond, the 
exploration program is well designed to 
capitalize on opportunities presented by 
improvements in political attitudes and 
the economic climate, combined with a 
strong market outlook for the minerals to 
which the company is largely committed. 


Sharply escalating worldwide energy 
and mineral needs have increased the 
scope of Utah’s already vigorous explor- 
ation activities. Even remote areas are 
carefully examined for surface indica- 
tions of mineralization. Samples re- 
covered by geologists and analyzed at 
the Palo Alto Ore Dressing Lab in 
California, provide essential clues to the 
nature of indicated ore bodies. 


Land Development 


Land activities in 1975 were inhibited by a 
weak economy as well as by delays and 
additional costs incurred through efforts 
to satisfy numerous governmental 
agencies’ requirements. As a result, 
Utah’s land development efforts operated 
at a loss. 

Principal land holdings, mostly located 
in California, include a 48-acre shopping 
center in Alameda; 909 acres of resi- 
dential property at Harbor Bay Isle in 
Alameda; 206 acres of residential prop- 
erty at Pauma Valley; 769 acres of com- 
mercial and residential property near 
Vandenberg Air Force Base, and a 2,000- 
acre tract of land in Douglas County, 
Colorado. 

Harbor Bay Isle in Alameda represents 
Utah's largest investment in real estate. 
Development was interrupted in August 
by a Superior Court order maintaining 
that the city’s General Plan and 
Environmental Impact Report did not 
conform to minimum state law require- 
ments. Accordingly, building permits 
issued by the city to Harbor Bay Isle 
were ruled invalid, and all construction 
was stopped. After Alameda amends its 
General Plan and Environmental Impact 
Report to comply with the court decision, 
the city may then issue new permits 
which would allow Utah to proceed with 
development of the property. 

The Pauma Valley Country Club, for- 
merly owned and managed by Utah, was 
sold to its membership this year. As a 
result of the transaction, after-tax earn- 
ings in the second quarter were reduced 
by $1.5 million. Adjacent residential 
properties will be marketed by Utah 
through an ongoing program. 


Construction 

Although not a major segment of Utah’s 
business, construction activity con- 
ducted through a limited partnership with 
Haas and Haynie Corporation suffered 
operating losses in 1975. 
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Golf at the Village Country Club is part 
of the community life at Vandenberg 
Village in southern California, one of 
Utah’s land project investments. 


Reclamation and revegetation efforts at 


the Navajo mine are indicative of Utah’s 
total environmental program. Using 
approximately 60,000 Ibs. of native plant 
seed, environmental engineers seeded 
540 acres of land this year at Navajo. A 
major thrust in the reclamation program 
involves a supplemental irrigation sys- 
tem of steel and aluminum pipe lines 
and impact sprinklers that distribute 
nearly 1.5 acre-feet of water per acre 
during the growing season from April 

to October. 


Environment 


Utah’s environmental quality program is 
an integral part of the company’s total 
domestic and foreign operations. The 
Environmental Quality Department 
interacts with operating divisions on proj- 
ects ranging from exploration through 
development and processing. 

Utah has implemented its stated policy 
to reduce adverse effects on the environ- 
ment caused by the company’s opera- 
tions. Realistic programs carried out at 
Utah’s mine-sites preserve the balance 
between environmental concerns and 
worldwide energy requirements. The 
programs — including reclamation, indus- 
trial hygiene, management of air, water 
and land quality, and control of noise, 
dust, fumes and radiation — keep abreast 
of, and in many cases anticipate, ever- 
increasing government regulations. 

Although the U.S. Congress failed to 
enact a new surface mining law in 1975, 
the issue is still being considered. Simi- 
lar legislation was enacted by several 
of the western state legislatures, and 
additional states are expected to follow. 
These measures require the submission 
of land reclamation plans and the timely 
achievement of stated objectives. As part 
of the company’s reclamation program, 
764 acres of disturbed land were re- 
graded this year and 748 acres were 
seeded with suitable plant species. These 
figures represent an increase from the 
732 acres regraded and the 210 acres 
seeded in 1974. 

Sampling activities were increased at 
several of the domestic mines in connec- 
tion with the National Pollutant Discharge 
Elimination System permit program. The 
accumulated data is necessary to de- 
scribe existing conditions and to docu- 
ment compliance with the regulations of 
the program. Installation of new effluent 
treatment facilities has improved the 
quality of the water discharged from the 
Lucky Mc and Shirley Basin Mines. 
Accelerated efforts in water quality con- 
trol are typical of Utah’s overall environ- 
mental program. 
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Financial Comment 


Over the past five years consolidated assets have increased 
dramatically, Development of new mines in Australia, Canada 
and the United States together with the expansion in oil and gas 
activities acquired by merger during 1974 has resulted in a 139% 
increase in total assets since 1970. Consolidated assets which 
totaled $437 million at the end of 1970 exceeded $1 billion at the 
end of 1975. 

Mining capital expenditures during 1975 totaled $123 million, 
only slightly lower than the 1974 level of $128 million. The 1975 
expenditures resulted primarily from the completion of the Saraji 
coking coal mine in Australia and the required expansion of facil- 
ities at the Hay Point port to handle the output from Saraji for 
export shipments to Japan and Europe. Requirements were 
essentially funded out of operating cash flow. $78 million is 
presently committed to mining capital expenditures in 1976. Ad- 
ditionally, capital expenditures totaling $130 million for 1976 and 
1977 may be required to acquire and develop Marcona Corpora- 
tion’s 49% interest in the Samarco iron ore properties located in 
Brazil. Operational cash flow supplemented by $38 million in 
available borrowings is expected to be adequate to finance out- 
standing commitments. However, depending upon the investment 
timing for proposed new projects, expenditure levels in the next 
several years may be significantly higher. 

Stockholders’ equity now stands at a record level of $541 mil- 
lion, an increase of $85 million for the year and an increase of 
$281 million or 108% over the past five years. This substantial 
increase in equity primarily originates from retained earnings 
together with the conversion of subordinated debentures and 
sale of a portion of our Australian operations. Long-term debt 
which reached a peak of $270 million in 1973 reflected a decline 
in 1974 of $36 million and a further decline of $10 million in 1975. 


Earnings, Dividends and Market Prices Per Share 
of Common Stock 
(fiscal quarters ended January, April, July and October) 


1975 

Income Before 1974 

Extraordinary Extraordinary Net Net 

Earnings:* Item Item Income Income 
First quarter ...... $ .84 $ - $ .84 $ .68 
Second quarter.... 91 - 91 50 
Third quarter...... 1.60 (.60) 1.00 97 
Fourth quarter. .... 94 (.15) 79 __.96 
$4.29 $ (.75) $3.54 $3.11 


*Reflects the restatement of earnings during the fourth quarter of 1975 
to recognize all foreign currency exchange gains or losses as incurred. 


Dividends: 1975 1974 
LP CRGUEI | acc ae ie oR ee rae aco Pacey: $ .20 $ 13 
Second quarter ace arenelece Shaved fe Wee aha awit 25 13 
BIE CAGHUAR CNS eetcrar vice simio\s rain. wyu) sts ucla lal ltebal sles 25 .20 
Fourth quarter 
Regular....... ikon ene Saba enavara 2 srehectats 25 .20 
Extras xeyee = s osimlatashtnye te ke eleva 3 .05 05 
$1.00 71 
1975 1974 
Market prices: High Low High Low 
First quarter...... $47% $355 $56% $45% 
Second quarter.... 70% 46% 52% 34% 
Third quarter...... 74% 65% 46% 33% 
Fourth quarter... . . 69% 42% 46% 325 


The common stock of Utah is traded on the New York 
and Pacific Stock exchanges. 
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Earnings per Share (dollars) Dividends per Share (dollars) 
4.40 1,00 
@ Extraordinary loss 3.30 5 
2.20 50 
1.10 25 
0 

1971 1972 1973 1974 1975 1971 1972 1973 1974 1975 
Stockholders’ Equity per Share (dollars) Mining Capital Expenditures (millions of dollars) 
18.00 160 
13.50 120 
9.00 80 
4.50 40 


1971 1972 1973 1974 1975 


° 


1971 1972 1973 1974 1975 


Statement of Consolidated Income 


Utah International Inc. and Subsidiaries 


Years ended October 31 1975 1974 
(Amounts in thousands) 
Income: 
Gross revenues from operations (Note 2) .............. 00 c eee $686,258 $501,227 
Costs and expenses ; RRR Sony Piptavesierely, nieteNelst wore einsat sueeatel oie: eteleivurn tar We eRO 407,353 319,502 
Gross ProntirOMOPSrAallONnsin . ccn.c cic nies eens o Henan eee gueN waleleitens $278,905 $181,725 
Equity in earnings (losses) of — 
PRET AULER GASES CIN CONS) ate cat stay tats va ares Mogan -enaToxwace MRR TAA A Oru «Mae 7,108 19,170 
Joint ventures and partnerships (Note 4) 200s (5,659) (3,800) 
Interest J Ditas sasules x arate shandlave:Gvoatiea:deateriae Dayar areata PAROS 7,228 7,941 
Foreign currency exchange gains (Note 5) 1,399 608 
Other, net PE eer Cee RI re COR eee (1,652) (5,782) 
Gross profit and otherincome ...................00005 $287,329 $199,862 
Expenses: 
General and administrative Ngee aer aero Nick ike: NO $ 10,092 $ 7,886 
Provision for employees’ retirement program (Note6)......... 1,936 1,527 
Interest, net of capitalized interest of $4,939 
Tr 174 (NOT) & sce s waren aw Seste ire asa anela stats ce eas arene iva are Be ON ee le ks Ove 17,973 15,741 
Minority interest in earnings of subsidiaries... 0.2.00... eee 14,561 7,000 
$ 44,562 $ 32,154 
Income before income taxes and extraordinary item {cts PO NL IRI eel aes. 28 Lets $242,767 $167,708 
Provision for income taxes (Note 8) TCG A URE Se Se Os 107,377 70,076 
Income before extraordinary item.................... cre apes PR Ai Sat $135,390 $ 97,632 
Extraordinary item — Peruvian expropriation loss of affiliate (Note 3) (23,809) _- 
N@UIRGOIIS ts 5 sc ee ET IMPS ax eR SAO cs aoscans din on oti niederetn etna naa $111,581 $ 97,632 
Earnings per share (Note 9): 
Income before extraordinary item $ 4.29 $ 3.11 
Extraordinaryiltoms ys fe ese s 346 Sovng ad eek Sr etone trict aS + « Hines e wre (.75) - 
INGHINGOMOS: = seam <5. ccs < ctiee wh oie bre apes mares aes $ 3.54 $ 3.11 


The accompanying accounting policies and notes are an integral part of this statement. 
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Consolidated Balance Sheet 


Utah International Inc. and Subsidiaries 


Assets — October 31 1975 1974 
(Dollar amounts in thousands) 
Current assets: 
Coe en MOE ie PRR Oe EIEPR i <y" dacoctcadi Sienna 420% Cane: ota UPR 7 Aer $ 9,956 $ 20,208 
Marketable securities SP IRR AEe Foc 00 hur d= bin sac ee RE cco Ca 8,250 9,547 
‘Accountsiand/notesirecelvable), -citee te teeters esate c.cie ee cle cls ath 87,766 39,175 
Current portion of long-term receivables................ BGA d.o ocaltts, Seer 7,616 7,858 
INVENTOHES ena css vam sour << Met tan ene ret emiiers ners x mrahscao 75,508 52,195 
PrBpaldiOXBensess. «ociceic aise siacovsen ue cere Eten eIene eracter rial los Slated ate 3,910 3,014 
MNOtAl'CUFFENUASSEIS: 4:55 sac oe Eee ratte tema tiese os orarars 0V6 oceans a $ 193,006 $131,997 
Investments: 
Affillatad:companies:!(Note's) ...... 5:55.50... sicteutins on nore nme etalk $ 84,470 $110,402 
Joint ventures and partnerships (Note 4)... 0.0... 0... 10,086 7,155 
Land and real estate, at cost — 
Real estate held for development and sale ee EAE Ta io bon Sad a 7,866 7,659 
Land and improved real estate held for investment, 
less accumulated depreciation of 
$3/681 in: 1S75.and $4042 In OTA) ooo. cre oe wis be wisn woe nies 5,410 8,464 
$ 107,832 $133,680 
Other assets, net of current portion: 
Loans for construction of railroad and power facilities....... ............0..... $ 58,518 $ 65,511 
Long-term receivables and other (net of reserve of $17,226 in 1975 
and'$14;997sin: 1974) (NOTOA)) 5... co.nce 5 ee eam ROO rete fea o seer ta ooo 72,070 56,630 
$130,588 = $122,141 
Property, plant and equipment: 
Mining properties — 
Lands, leases and development costs... . 2... eee ee eee $ 95,439 $ 79,882 
Equipmentiand facilities)... <2, sc. ..sr- «7c1e s\n enter ee i GORE ORC 604,309 353,013 
Facllitiesiunder:'development)s cccas.. 5 acinctoee ees rere os ee tees - 148,633 
Oiliand.gas propertles i scans 3.7 cnste-ciey ee Sa Ale ee eee ee Ponsa sareicPers Savane 130,896 111,191 
Other sieinh 8 De ase Daye ew Se 4,8 Vege s+ 84d 5) Se ERE eh ke 4,141 4,819 
$ 834,785 $697,538 
Less — Accumulated depreciation, depletion and amortization ............... (220,575) (176,686) 
$ 614,210 $520,852 
$1,045,636 $908,670 


The accompanying accounting policies and notes are an integral part of this statement. 


Liabilities and Stockholders’ Equity — October 31 1975 1974 
(Dollar amounts in thousands) 
Current liabilities: 
Notes payable and current portion of al ta liabilities : $ 14,291 $ 9,793 
Accounts payable Eee phserisishanataiene ts tTaveis" st tierots 32,075 35,627 
ACCrUuGaiNAbINtOs pcan at ites ereareisie sarees baa sa ated Hare VE Meee ia be 46,404 35,238 
Accrued income taxes is RR A i eeck alae aie aitentess. 6 Seine ets aa 83,816 37,000 
Total current liabilities ; Saituclnia rt ie $ 176,586 $117,658 
Long-term liabilities, net of current portion (Note 7): 
Unsecured ee ne eee ee re ee eee Se Peete, SETete HE mL Cue NO BINGE $ 219,779 $227,210 
Secured Fact heh 5 Shahid, Gaye Oe ee ee nee 4,022 6,478 
$ 223,801 $233,688 
Deferred credits (Notes 5 and 8): 
Income taxes aaa Sct geass og A Se OTE Ne BT ORE AS 5 $ 76,652 $ 81,571 
(0172) ch «| SE fp ee en an TS Sin 6 henner ee ne 8,926 6,749 
$ 85,578 $ 88,320 
Minority:interest In:subsidiariesss1130),0. 8) ona as cai ae ede $ 19,034 $ 13,593 
Contingent liabilities and commitments (Note 10) 
Stockholders’ equity: 
Preferred stock, without par value — 
Authorized — 1,000,000 shares 
30¢ cumulative convertible series — issued 2 shares 
IniSvoandGo shares init974. « ssages ves x oitoc.s ove eee $ - $ - 
Common stock, par value $2 per share (Note 11) — 
Authorized — 80,000,000 shares 
Issued — 31,533,785 shares in 1975 and 31,532,997 shares in 1974 .............. 63,068 63,066 
Peale ays eh ae ce eas nae gs niscn. poteyec.« cccvele es cescecctacr ave map cioyey einai Siateid PRE ceca: 91,120 85,912 
ReteINOCIOAITINGS (NOT 12) ocsiscc en scejaseituslelt nue nein asern :ercisian of ey these Re Rls 386,474 306,433 
Treasury stock, at cost — 491 shares in 1975... 0.0... cee (25) - 
$ 540,637 $455,411 
$1,045,636 $908,670 
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Statement of Consolidated Stockholders’ Equity 


Utah International Inc. and Subsidiaries 


Preferred Common Paid-Iin Retained Treasury 


Years ended October 31 Stock Stock Capital Earnings Stock 
(Amounts in thousands) (Note 11) (Note 12) 
Balance, October 31, 1973, as previously reported ...... Evatt eee $2,025 $62,604 $80,512 $234,628 $(153) 


Adjustment to give effect to reporting foreign 
currency exchange gains and losses 
as incurred (Note 5)....... PESTS iene imrassveus servicer eeeeOre - — - 6,464 - 


Balance, October 31, 1973, as restated........... crepe tne $2,025 $62,604 $80,512 $241,092 $(153) 
INGUINCOMG aati ce eer ec foes en pele Sys. ajacde Sra aces é - - - 97,632 - 
Cash dividends on common stock of $.71 per share... ... - - - (21,474) - 
Common stock issued upon conversion of debentures. .. . - 364 3,014 - _ 
Common stock issued to employees as restricted 

BtOCKIDONUSES eremeiee taxi > = cela - 7 288 = 24 
Common stock issued upon conversion of preferred stock* (2,025) 172 1,853 - - 
Common stock issued upon exercise of stock options 

Qnd'Warrante isd sacs van Seer tiefeteatia signee eosrs - 102 862 - 6 
Acquisition of treasury shares*..... he ehtepa ee eetachs - _ - - (677) 
Retirement of treasury shares* .... . P ‘ - (183) (617) - 800 
Cash dividends on 30¢ cumulative convertible _ 

proferred'Stock. 5 5:c..0:%,< «.cwuentaswas.c «a0 f wt _ - - (122) - 
Distribution of shares of United Cable Television 

Corporation”... SG, eae meat ; a. ahaa Moe - - 


(10,695) = 


Balance, October 31, 1974 $ —- $63,066 $85,912 $306,433 $ — 
Netincome):... 2: 2a5. feet tiantege cies sitesi ie - - - 111,581 - 
Cash dividends on common stock of $1. 00 per share . = - - (31,540) - 
Excess of the fair market value over net book 

value of a stock dividend issued by a subsidiary 

to its minority shareholder.............. a - — 5,207 - - 
Cash paid in lieu of fractional shares upon 

exchange of Utah common stock for shares of 

companies acquired by merger............ a - (15) (301) - - 
Common stock issued to employees as restricted 

stock bonuses ........... a ‘ ; : - 17 302 - 
Acquisition of treasury shares................. ee - — - - (25) 


Balance, October 31, 1975 F ties : eee tieerers : $ — $63,068 $91,120 $386,474 $ (25) 


* Transactions prior to merger dates incurred by companies acquired and accounted for as poolings of interests (Note 1). 
The accompanying accounting policies and notes are an integral part of this statement. 
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Statement of Changes in Consolidated Financial Position 


Utah International Inc. and Subsidiaries 


*Transactions prior to merger dates incurred by companies acquired and accounted for as poolings of interests (Note 1). 


The accompanying accounting policies and notes are an integral part of this statement. 


Years ended October 31 1975 1974 
(Amounts in thousands) 
Working capital was provided from: 
Operations — 
Income before extraordinary, MOM iscsi cis. «joer: sob so ny dees ees ela oes anak tapan anata $135,390 $ 97,632 
Expenses (income) not affecting working capital — 
Depreciation, depletion and amortization............ sss uth afuyai nh an eaniete be 48,687 37,876 
Provision for deferred income taxes (Note 8) ............... 12,967 34,093 
Provision for losses on long-term receivables andother.................... 1,114 12,271 
Minority interest in earnings of subsidiaries ......................00. 00005 14,561 7,000 
Provision for major maintenance, net of actual costs....................... 979 2,696 
Equity in undistributed earnings or losses of affiliates, 
joint ventures‘and'partnerships . 2.2... oe eects eevee eeees 2,847 (5,070) 
Working capital provided from operations, exclusive of extraordinary item $216,545 $186,498 
Extraordinary item — Peruvian expropriation loss of affiliate (Note 3) .............. (23,809) - 
Items not affecting working capital — 
Write-off of investment due to expropriation.......... 00.0... ee 28,888 - 
Write-off of previously provided distribution taxes................... ase (5,079) - 
Working capital provided from operations and extraordinary item. Ua esate $216,545 $186,498 
Long-term) borrowings” Peek Pr oe eeeters ee a ne atts Byes arian’ 24,529 15,699 
Salelofnoncurrent'assets: 53-0 No! 2. a. IL el og wis Adie 7,660 7,260 
Net effect of disposition of assets and liabilities relating to discontinued operations* - 8,964 
Reduction of loans for construction of railroad and power facilities................ 8,809 15,987 
Common stock issued upon conversion of debentures........................... - 3,378 
Common stock issued upon conversion of preferred stock* ...................... - 2,025 
Total'working'capital provided) :..0.c: «:...4. vse ase ne yee eee $257,543 $239,811 
Working capital was used for: 
Additional investment in — 
Property, plant and equipment... .. . Se ES Atta ye ws oat ae $145,973 $143,695 
MUSTNR ON Penn tess Sosa aioe rg ccd cassie ease 6a ge 17,256 23,552 
Affiliates, joint ventures and partnerships 8,866 4,504 
RT IMNN LOG COUN Ss ee en kn toe f hiacnels chee a oe eee 882 833 
Reduction of long-term liabilities ........................ - 34,416 25,811 
Cash dividends paid to common and preferred stockholders @ 31,540 21,596 
Dividends of United Cable Television Corporation to 
former stockholders of LVO Corporation®..............0 000.0000 cues - 10,695 
Conversion of debentures to common stock . . — 3,378 
Conversion of preferred stock to common stock*... 6... eee eee - 2,025 
Reduction of deferred income taxes... . 12,807 14,556 
Other ee Bis sna ame eens < Vesa deans. ois vies Sing ee 3,722 1,476 
Total working capital MBO) 499s ios ok <> wise cee nena $255,462 $252,121 
Net increase (decrease) in working capital. cece eee ee $ 2,081 $ (12,310) 
Working capital increase (decrease) by ee ene 
Cash. &, ; Be es ela leease chk etc mmm MIEN ta, Kieran, Shasaryany $ (10,252) $ 2,494 
Marketable Securitise eee ea it ee, ae (1,297) 7,800 
Recoivablescrss sti iicc tree cate ae ne a ae carne oN IS OE grea A ole 48,349 13,247 
Inventories and prepaid expenses aa ys BRE Sete wees 24,209 (1,767) 
Notes payable and current portion of long-term Habilitless Weert sends sce moet es? (4,498) (109) 
aS anD ERE PICTILT Se GP al, Rec Nd Uo pcltrainde x: < CRM. cic obttatnoanwsiven Sheree © 3,552 (473) 
Accrued liabilities. . Miata Pres. 2) 53 Scale «cal TUR BIEY ean hee (11,166) (9,851) 
PA COTUGOINCONING LAK acs ea 58 i coax n fcteiasy nse cctcen te earn dieikadoesixenevecats, cimtepinccte (46,816) (23,651) 
$ 2,081 $ (12,310) 
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Notes to Consolidated Financial Statements 


um  ——————————————— 


Accounting Policies 

Basis of Consolidation — The consolidated financial statements 
include the accounts of Utah International Inc. and all subsidiary 
companies (Utah), after elimination of significant intercompany 
items and transactions.The statements are appropriately restated 
to reflect the effect of mergers accounted for as poolings of in- 
terests when such mergers occur. In addition, the statements 
include Utah’s equity in the earnings of affiliated companies in 
which Utah does not have a majority interest. The basis of re- 
cording the equity in these earnings is the affiliates’ most re- 
cent audited financial statements and their subsequent unaudited 
interim reports. 

Mining Exploration and Development Costs — Mining explora- 
tion costs are expensed until it is determined that the develop- 
ment of a mineral deposit is likely to be economically feasible. 
After this determination is made, all costs related to further 
development, including financing costs of identifiable new bor- 
rowings associated with the development of new mining projects, 
are capitalized and amortized over the lesser of ten years or the 
productive life of the property. 

Foreign Currency Translation — Foreign currency asset and 
liability accounts are translated into U.S. dollars at the exchange 
rate in effect at the balance sheet date, except for property, plant 
and equipment and related depreciation, depletion and amorti- 
zation and deferred income taxes which are translated at histori- 
cal rates. Inventories and prepaid expenses are translated at the 
exchange rate in effect at the balance sheet date as a matter of 
convenience since the difference between the results so achieved 
and translation at historical rates is not significant. Stockholders’ 
equity, income and expense accounts (other than depreciation, 
depletion and amortization) are translated at the exchange rates 
in effect when the transactions occurred. All foreign currency 
exchange gains and losses are included in the determination of 
net income for the period in which they occur. 

Income Taxes — Deferred income taxes are provided for timing 
differences in the reporting of certain income and expense items 
for financial statement and tax purposes. No provision is made 
for permanent differences between financial statement and tax- 
able income attributable to the excess of statutory depletion over 
book depletion arising from mining and oil and gas activities. 
Utah defers the investment credit and amortizes it over the aver- 
age lives of the related assets. 

Mining Properties — Mining properties are carried at cost and 
include expenditures which substantially increase the useful 
lives of existing assets. The cost of mining properties is depre- 
ciated, depleted or amortized over the useful lives of the related 
assets by use of the unit-of-production, straight-line or declining- 
balance methods. On disposition of an asset, its cost and related 
depreciation, depletion or amortization are removed from the 
accounts and any gain or loss is recorded in income. 

Maintenance and repairs on major equipment and facilities are 
provided for principally over the useful lives of the assets. Minor 
maintenance and repairs and minor replacements are charged 
to operating costs and expenses as incurred. Maintenance and 
repairs associated with the development of new mining projects 
are capitalized. 
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Oil and Gas Properties — Oil and gas properties are accounted 
for by use of the full cost method. Under this method, all costs 
associated with the acquisition, exploration and development of 
oil and gas properties (both developed and undeveloped) are 
capitalized, not to exceed the fair value of the oil and gas re- 
serves. Such capitalized costs, all of which enter into the full 
cost pool as incurred, are depleted by use of the unit-of-produc- 
tion method by applying the ratio of gross revenues from oil and 
gas properties in each period to estimated future gross revenues 
from proven reserves of all oil and gas properties. Estimated 
future gross revenues are adjusted periodically whenever sig- 
nificant changes occur in oil and gas prices or in proven reserves. 
Such revised future gross revenues are then used to calculate 
depletion for the current quarter and for future periods. 

Inventories — Inventories, which include principally mined ore 
and coal, metal concentrates, and mining supplies, are stated at 
the lower of average cost or market. The cost of production in- 
ventories includes both direct and indirect costs consisting of 
labor, purchased supplies and services, and depreciation, deple- 
tion and amortization of property, plant and equipment. 


1. Poolings of Interests 

On November 30, 1973, March 29, 1974, and October 31, 1974, 
Utah acquired Ladd Petroleum Corporation (Ladd), Clarcan 
Petroleum Corporation (Clarcan) and LVO Corporation (LVO), 
respectively, in mergers which were accounted for as poolings 
of interests and which resulted in the conversion of all of Ladd’s, 
Clarcan’s and LVO’s common stock into approximately 2.5 mil- 
lion shares of Utah’s common stock. 


2. Foreign Operations and Mineral Sales Backlog 
A substantial portion of Utah’s business is represented by oper- 
ations located outside of the United States, as summarized below: 


Gross Revenues Location of 
(in thousands) from Operations Assets 
United States . . $107,086 $ 424,050 
Canada 82,220 a 107,873 
Australia 496,952 b 512,907 
Other - 806 


@ 98% to Japanese customers under long-term sales agreements. 

> 76% to Japanese and 23% to European customers under long- 
term sales agreements. 

© Includes $81 million of Utah’s investment in affiliates — a sub- 
stantial portion of the affiliates’ assets are either located within 
the United States or are vessels not permanently situated in 
any one country. 


At October 31, 1975, approximately 94% of Utah’s mineral sales 
backlog totaling $6.45 billion was under long-term sales agree- 
ments which contain escalation clauses affording protection 
against future cost increases. 


3. Affiliated Companies 
The composition of Utah’s investment in affiliated companies at 
October 31, 1975 was as follows (in thousands): 


eee cer yEE I SnUn EE UnnEnDSSSEnEnDEnn 


Equity in undistributed earnings of affiliates — 


Included in retained earnings or veraes . é $66,144 
Included in deferred income taxes... .._ . : 3,022 
$69,166 

Cost of investments 15,304 
$84,470 


Below is a summary of the unaudited financial statements of 
Marcona Corporation (Marcona) and Cyprus Pima Mining Com- 
pany (Cyprus Pima), Utah's most significant affiliates, and of all 
affiliates combined as of October 31, 1975: 


Marcona Cyprus Pima Total 
(in thousands) (46% Owned) (25% Owned) Affiliates 
Current assets RE SORSeTass $ 35,446 $118,234 
Other aseelaerieds. stant. as 132,592 86,572 268,482 
$206,755 $122,018 $386,716 
Current liabilities : .. $ 62,423 $ 10,478 $ 81,264 
Long-term liabilities.......... 31,260 24,468 96,073 
Stockholders’ equity. . . . 113,072 87,072 209,379 
$206,755 $122,018 $386,716 
Revenue eI eis sucrats .. $294,726 $ 78,823 $397,976 
NetinCOMO: 66 cies ana ne xs 11,818* 6,950 18,149* 
Utah’s recorded share of — 
Stockholders’ equity........ $ 51,980 $ 21,769 $ 84,470 
Net income foryear ........ 5,504** 1,667 7,108** 


*Before expropriation loss as described below totaling $62,800. 
**Before Utah’s share of expropriation loss as described below 
totaling $23,809. 


On July 25, 1975, the Peruvian government expropriated the iron 
ore mining properties and facilities of Marcona Mining Company 
in Peru, Marcona Mining Company is a wholly owned subsidiary 
of Marcona. Utah’s underlying share of the book value of Mar- 
cona’s investment in the Peruvian properties was approximately 
$19.1 million which is net of approximately $5 million of income 
taxes previously provided by Utah on the undistributed earnings 
of Marcona. Subsequent to the expropriation, Marcona sustained 
additional losses which are deemed to be directly associated 
with the takeover by the Peruvian government. These losses 
relate to Marcona-owned and chartered vessels which were in- 
volved in transporting ore from the Peruvian mine. Such losses, 
totaling approximately $4.7 million (Utah’s share), have been 
combined with Utah’s share of the book value of Marcona’s in- 
vestment in the Peruvian properties as losses resulting from the 
expropriation. Accordingly, Utah has written off such losses, 
totaling $23.8 million, as an extraordinary item during 1975. 

U.S. government officials working together with Marcona man- 
agement have held discussions with the Peruvian government 
in an attempt to receive just compensation for the expropriated 
Peruvian assets. While it is still premature to predict the outcome 
of these negotiations, any recovery will be recorded as an extra- 
ordinary gain when received. 


4. Joint Ventures and Partnerships 

Below is a summary of the unaudited balance sheets of Harbor 
Bay Isle Associates, a partnership formed to develop a residen- 
tial community in the San Francisco area, and of all joint ventures 
and partnerships combined as of October 31, 1975: 


Harbor Bay Isle Total Joint 

Associates Ventures and 

(in thousands) (50% Owned)@ Partnerships 
Currentiausstess 0. 0.2. estate ci nics nek $ 128 $ 1,096 
Other assets (principally land)........... 30,023 30,540 
$30,151 $31,636 

Current liabilities... . . sDimealteagien $ 777 $ 1,238 
Long-term liabilities.......... 3 23,397 b 23,397 
Networth ..... Rey: faut am 5,977 7,001 
$30,151 $31,636 


@ Partnership agreement modifications made in 1975 provide that 
losses will be allocated in proportion to the partners’ capital 
accounts; profits, if any, will be shared equally after partners’ 
prior losses have been recovered. In effect Utah, since April 
1974, has recorded 100% of the partnership losses, 

> Long-term liabilities consist of assessment liens payable to a 
reclamation district, which issued bonds to raise funds for de- 
veloping the project. Utah acquired substantially all of these 
bonds, and they are included in “Long-term receivables and 
other” in the accompanying balance sheet. Because of the 
difficulties experienced in developing this project, Utah has 
provided a significant reserve on its investment in the bonds. 


5. Foreign Currency Exchange Gains and Losses 
Prior to 1975, foreign currency exchange gains and losses re- 
lated to foreign borrowings used to finance the development of 
certain mining properties were deferred and amortized over the 
estimated lives of such mining operations. As a result of a Finan- 
cial Accounting Standards Board pronouncement during 1975, 
all foreign currency exchange gains and losses, including the 
previously deferred items, should be included in the determina- 
tion of net income for the period in which they occur. The accom- 
panying financial statements have been appropriately restated to 
comply with this pronouncement and accordingly, all such gains 
and losses have been included in “Foreign currency exchange 
gains” in the statement of consolidated income. 

The following is a reconciliation of net income and earnings per 
share as previously reported for 1974, with such items as restated: 


1974 
Net Income Earnings 
(in thousands) Per Share 
As previously reported ; $96,941 $3.08 
Foreign currency exchange gains ...... 691 03 
Asrestated ........ é $97,632 $3.11 


Utah's retirement program for salaried employees consists of the 
Profit Sharing Plan, the Stock Investment Plan and the Retire- 
ment Plan. The Retirement Plan is a pension program in which 
Utah is required to contribute sufficient funds each year to fully 
fund the liabilities of the plan. Annual contributions to the Profit 
Sharing Plan and the Stock Investment Plan are based upon a 
profit sharing formula. There are no unamortized past service 
costs with respect to the Retirement Plan. 

Certain domestic operations provide pension plans resulting 
from collective bargaining agreements, and two subsidiaries 
operating in foreign countries have established separate retire- 
ment plans. Fund assets of these plans at October 31, 1975, 
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approximated vested benefits at that date. 
The Employee Retirement Income Security Act of 1974 has 
not had a significant effect on Utah’s retirement programs. 


7. Long-Term Liabilities 

Long-term liabilities at October 31, 1975 and 1974 consisted of: 
(in thousands) 1975 1974 
Unsecured — 


Notes payable to banks, 8.2% 
(weighted average), due in 


varying installments to 198145 ....... $137,900 $137,638 
Notes payable to insurance company, 7.6%, 

due in varying installments to 1988 | . 49,000 52,000 
8% Guaranteed Sinking Fund 

Debentures due March 15, 1987¢....... 20,000 20,000 
7¥2% Guaranteed Notes due 

Maron 1G GTO cich ete sickens 5 arate 0 celica 20,000 20,000 
Advances under gas purchase 

contracts — noninterest bearing... ..... 3,366 3,689 
Other notes and contracts... ... Brees Ur 443 729 

$230,709 $234,056 

Less — Current portion................. 10,930 6,846 


Secured by assets — 
Notes payable to banks, 10.7%, 


AUG ANOUK lg reys d ctsisie lars] feos Anaeieravard $ 30 $ 5,988 
Other notes and contracts .............. 4,653 3,287 
$ 4,683 $ 9,275 

Less — Current portion................. 661 2,797 


a Interest rates on certain notes change with the prime rate or 
its foreign money market equivalent and range from 0% to 1% 
above such rates. 

> Utah believes that competitive conditions require the mainte- 
nance of compensating balances (not legally restricted) under 
certain loan agreements. Depending upon the interest rates 
of the borrowings, compensation realized by the banks from the 
performance of other services and the level of use of the lines 
of credit, the compensating balances range between 10% and 
20% of the lines of credit. At the level of borrowing under these 
agreements as of October 31, 1975 ($7 million), after adjusting 
for the differences of “float” between Utah’s records and those 
of the banks, the compensating balance requirements are 
immaterial. 

© Subject to redemption through a sinking fund to which pay- 
ments must be made beginning in 1977. 


Installments due on long-term liabilities for the five years subse- 
quent to October 31, 1975, are as follows (in thousands): 

1976 1977 1978 1979 1980 
$11,591 $36,452 $39,181 $48,866 $27,433 
During 1975 no interest costs associated with the development of 
new mining projects were capitalized whereas $4.9 million was 
capitalized during 1974. If these costs had been charged directly 
to expense in prior years, the effect would have been to increase 
net income by $1.1 million in 1975 and to reduce net income by 
$2.1 million in 1974, after consideration of the amortization of 
interest capitalized in prior years and the related offsetting in- 
come tax effect. 
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8. Income Taxes 
The provision for income taxes consisted of: 


(in thousands) 1975 1974 
Federal and state — 
OURIOT Gs csscusts. au16\a isetusseys wnaverdin y eine Fa $ 2,372 $ 1,518 
EROTCETON 2, 2g o> is scons sasdsayshehazaysicyaes-2- 453 346 
Foreign — 
CUT Aaa ee A ae NB Re ak 92,038 34,465 
RZQTORIMN > accsis Ce cre Feteteate et ore 12,514 33,747 
$107,377 $70,076 


Deferred income tax expense results from differences in the 
accounting period in which certain revenues, costs and expenses 
are recognized under Utah’s financial and tax accounting 
methods. The sources of these differences and the tax effect of 
each were as follows: 

(in thousands) 1975 1974 


Mine development costs................ $ 403 $14,373 
Accelerated deductions of foreign 
mining equipment and facilities......... 11,341 20,871 
QUO ete vant sctectya 6 ays W,Scacapsale map sia eens 1,223 (1,151) 
$12,967 $34,093 


The income tax provisions are less than the amounts computed 
by applying the 48% U.S. Federal income tax rate to income 
before income taxes, minority interest and extraordinary item. 
The principal reasons for this difference are as follows (dollar 


amounts in thousands): 1975 4974 
Amount Percentage Amount Percentage 
Computed tax expense.. $123,517 48.00% $83,860 48.00% 
Income in foreign 
countries subject 
to lower rates... .. (13,284) (5.16) (3,733) (2.14) 


85% domestic dividend 

deduction on earn- 

ings of affiliates... . (2,543) (.99) (3,841) (2.20) 
Canadian tax holiday 

for mining income 

earned through 


December 31, 1973... = = (3,509) (2.01) 
OM Ge aetarcatste se sre (313) (.12) (2,701) (1,54) 
$107,377 41.73% $70,076 40.11% 


In prior years, no provision was made for deferred income taxes 
applicable to differences arising from oil and gas exploration 
and development costs deducted for tax purposes but capitalized 
for financial statement purposes since future tax deductions 
attributable to statutory depletion were estimated to be in excess 
of the capitalized amounts. However, passage of the Tax Reduc- 
tion Act of 1975 significantly reduced statutory depletion bene- 
fits as of January 1, 1975. Costs incurred prior to such date, for 
which deferred income taxes were not provided (nor required), 
approximate $20 million. Utah will provide for income taxes on 
these prior differences on a prospective basis as prescribed by a 
Financial Accounting Standards Board pronouncement issued 
during 1975. In addition, deferred taxes have been provided on 
timing differences originating after December 31, 1974. 


9. Earnings Per Share 

Earnings per share were computed based upon 31,540,461 
weighted average common shares outstanding in 1975 and 
31,434,755 weighted average common and common equivalent 


shares outstanding in 1974. The common stock equivalents in 
1974 were attributable to the assumed conversion of the 30¢ 
cumulative convertible preferred stock. The effect of dilutive op- 
tions and warrants resulting from mergers consummated during 
1974 was insignificant and therefore was not included in the 1974 
computation. Earnings per share assuming full dilution were not 
presented in the statement of consolidated income since the 
additional dilution was immaterial. 


10. Contingent Liabilities and Commitments 

Utah is in the process of developing or expanding certain mining 
projects. This program will require an investment of approxi- 
mately $190 million through 1980 in addition to the amount ex- 
pended through October 31, 1975. 

Utah has entered into an agreement dated October 30, 1975 
with Marcona Corporation and several of its wholly owned sub- 
sidiaries providing for the purchase of certain assets by Utah. 
The assets to be purchased by Utah pursuant to the agreement 
include: 1) Marcona’s 49% interest in Samarco Mineragao S.A. 
(Samarco), a company formed to develop an iron ore property in 
Brazil, the capital costs of which project are expected to total 
$560 million, and 2) Marcona’s rights in a proposed steel produc- 
tion project in Saudi Arabia. The Samarco project, now under 
development, is expected to begin shipments during July 1977. 
Utah’s acquisition of the Samarco interest from Marcona may 
require, if consummated, an investment of approximately $130 
million, including $49 million for the purchase of Marcona’s in- 
terest which will be payable over an extended period of time. 
The remaining additional investment of about $81 million would 
be reduced if project loan agreements, now aggregating $294 
million, are increased. Project loan take-downs subsequent to 
the date of the agreement have been guaranteed by Utah. Utah 
in succeeding to Marcona’s interest in the Samarco project 
guarantees the repayment of all amounts borrowed under the 
Samarco agreements and guarantees the completion of the 
Samarco project although Marcona remains a primary obligor of 
the credits. Similar guarantees have been made by the 51% 
Samarco shareholder which is a major Brazilian company. 

Utah is also committed under the Marcona agreement to 
purchase three of Marcona’s combination ore-oil vessels 
and certain related assets at book value (approximately $25 
million) if the proposed sale of such vessels to a third party is 
not consummated. 

Existing commitments to Utah permit additional borrowings 
of approximately $38 million from lending institutions. In the 
opinion of management, proceeds from borrowings together with 
current working capital and cash generated internally are suffi- 
cient to fund mining projects now underway, to finance the Sa- 
marco commitments and to meet other cash requirements of 
Utah’s business. 


11. Common Stock 
At October 31, 1975, 191,550 shares of common stock were 
reserved for future issuance to officers and key employees as 
restricted stock bonuses over an indefinite number of years. 

As of October 31, 1975 and 1974, no stock option plans, war- 
rants or other claims for Utah stock were outstanding. 


12. Restrictions on Retained Earnings 

Utah's long-term agreements with lending institutions contain 
restrictive provisions on certain payments unless Utah has ade- 
quate consolidated retained earnings (as defined). Such pro- 
visions include limitations on the payment of cash dividends and 
on the purchase or redemption of outstanding capital stock. Re- 
tained earnings of $190,712,000 were free of such restrictions at 
October 31, 1975. 


13. Subsequent Event 
On December 15, 1975, Utah announced that the Boards of Direc- 


tors of General Electric Company and Utah International Inc. 
had authorized the negotiation of a definitive merger agreement. 
The proposed merger is to be accomplished through a tax-free 
exchange of 1.3 shares of General Electric common stock for 
each share of Utah common stock outstanding. Consummation 
of the merger is subject to the negotiation of a mutually satis- 
factory merger agreement and to the approval by the Boards of 
Directors and stockholders of both companies. The merger is 
also subject to requisite governmental approvals. 


Auditors’ Report 


To the Stockholders and Board of Directors of 
Utah International Inc.: 


We have examined the consolidated balance sheet of Utah Inter- 
national Inc. (a Delaware corporation) and subsidiaries as of 
October 31, 1975 and 1974, and the statements of consolidated 
income, stockholders’ equity and changes in financial position 
for the years then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accord- 
ingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the 
circumstances. We did not examine the financial statements of 
certain affiliated companies, the investments in which are re- 
corded using the equity method of accounting (see Note 3 to the 
consolidated financial statements). These statements were ex- 
amined by other public accountants whose reports thereon have 
been furnished to us and our opinion expressed herein, insofar 
as it relates to the amounts included for such affiliates, is based 
solely upon the reports of the other public accountants. 

As explained in Note 3, during 1975 the Peruvian government 
expropriated the iron ore mining properties and facilities of 
Marcona Corporation (a 46%-owned affiliate) located in Peru. 
Marcona has accounted for the losses associated with the 
expropriation as an extraordinary item and Utah has recorded 
$23,809,000 as its share of the loss. U.S. government officials 
working together with Marcona management have held discus- 
sions with the Peruvian government in an attempt to collect com- 
pensation for the expropriated Peruvian assets. The amount that 
Marcona may realize is not determinable at this time. 

In our opinion, based upon our examination and the reports of 
other public accountants, subject to the effect of such adjust- 
ment, if any, as may be required as a result of compensation 
which may be received by Marcona for the expropriated Peru- 
vian assets as described in the preceding paragraph, the ac- 
companying consolidated financial statements present fairly the 
financial position of Utah International Inc. and subsidiaries as 
of October 31, 1975 and 1974, and the results of their operations 
and the changes in their financial position for the years then 
ended, in conformity with generally accepted accounting prin- 
ciples applied on a consistent basis during the periods after 
giving retroactive effect to the change, with which we concur, 
in the method of accounting for foreign currency exchange gains 
as explained in Note 5 to the financial statements. 


Arthur Andersen & Co, 


San Francisco, California, 

December 8, 1975 (except with respect 

to the matter discussed in Note 13 as to which 
the date is December 15, 1975). 
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Consolidated Five-Year Comparison’ 


Utah International Inc. and Subsidiaries 


Years ended October 31 1975 1974 1973 1972 1971 
(In thousands except per share amounts and number of stockholders) 
Summary of Operations 
Income: 
Gross revenues from operations . $ 686,258 $501,227 $332,359 $226,534 $118,391 
Costs and expenses Sibvaoa ch Spy SAY 407,353 319,502 234,661 160,096 80,102 
Gross profit from operations 5 adelans tums ree a $ 278,905 $181,725 $ 97,698 $ 66,438 $ 38,289 
Equity in earnings of affiliates .............. 7,108 19,170 10,533 14,360 17,868 
WGP OSE: aint + nescence, slew om Boop Ae 7,228 7,941 7,233 4,894 2,803 
Foreign currency exchange gains (oss) 1,399 608 9,894 843 (1,618) 
NES TU ieic ss cccdeie oc gicisis oars See (7,311) (9,582) (4,042) 10 1,769 
Gross profit and other i Income .......... $ 287,329 $199,862 $121,316 $ 86,545 $ 59,111 
Expenses: 
General and administrative, etc............ $ 12,028 $ 9,413 $ 7,177 $ 5,969 $ 5,283 
PEROT iis osspe ay acaspiaye sae onan 17,973 20,680 18,245 15,968 11,137 
Less: capitalized interest.................. - (4,939) (1,569) (2,527) (7,592) 
Minority interest in earnings of subsidiaries. . . 14,561 7,000 3,793 1,884 871 
$ 44,562 $ 32,154 $ 27,646 $ 21,294 $ 9,699 
Income from continuing operations before 
income taxes and extraordinary item ........ $ 242,767 $167,708 $ 93,670 $ 65,251 $ 49,412 
Provision for income taxes .............. 107,377 70,076 31,441 20,923 13,731 
Income from continuing operations before 
extraordinary HOM... .. cccnicueaeeteren setts $ 135,390 $ 97,632 $ 62,229 $ 44,328 $ 35,681 
Discontinued operations: 
Income from, net of income taxes... ... - - - - 629 
Gain on disposition, net of income taxes - — - - 1,355 
Income before extraordinary item ............. $ 135,390 $ 97,632 $ 62,229 $ 44,328 $ 37,665 
Extraordinary item — Peruvian 
expropriation loss of affiliate.......... (23,809) - _ - - 
Netineomei: . Dia eae eee. $ 111,581 $ 97,632 $ 62,229 $ 44,328 $ 37,665 
Earnings per share:2 
Income from continuing operations 
before extraordinary item ............... $ 4.29 $ 3.11 $ 1.99 $ 1.42 $ 1.16 
Income from discontinued operations. Mite setoses a - - - 02 
Gain on disposition of discontinued 
operations . ; ray! - - - - .05 
Extraordinary item > eee (.75) - - = - 
Netincome.  ... 7). 22.0.2 v ca ameter $ 3.54 $ 3.11 $ 1.99 $ 1.42 $ 1.23 
Cash dividends paid per share of common stock? $ 1.00 71 $  .455 $ 44 375 
Other Financial Highlights 
ORAS COUB 5. sins o-5. can nia a sxsusia & 5 eyecare $1,045,636 $908,670 $827,133 $699,603 $617,840 
Long-term NabUlitlesict.«.iis:vciewetis cemsiente teeta is $ 223,801 $233,688 $269,512 $247,097 $222,205 
Stockholders’ equity: 
Totalioquityas6 + acc aeahiee wens 2a sapere $ 540,637 $455,411 $386,080 $333,182 $298,338 
Per commonishare?. 4). 5 ics os ase clei die $ 17.14 $ 14.44 $ 12.23 $ 10.58 $ 9.51 
Common stock: 
Shares outstanding?.............. 31,533 31,533 31,231 31,106 30,946 
Number of stockholders? .................. 25,800 31,300 6,600 6,300 6,500 


1 Restated to reflect all foreign currency exchange gains or losses as incurred. 


2 Adjusted for the two-for-one stock split effected in the form of a stock dividend in 1973. 


3 Represents Utah International Inc. stockholders at respective year ends. Not adjusted for years 


prior to 1974 for stockholders of companies acquired by merger in 1974. 


Management’s Discussion and Analysis of the Summary of Operations 


Comparison of 1975 to 1974 

Commencement of coking coal shipments from the new Saraji 
mine in Australia during the first quarter of 1975 and significantly 
higher average price realizations from the 1975 shipments of the 
other Australian coking coal mines were the primary causes of 
the 37% increase in gross revenues and the 39% increase in 
income before the extraordinary item. The new prices reflect 
extra-contractual increases negotiated during the year in recog- 
nition of sharply higher world market prices. Adversely affecting 
the benefits of the extra-contractual price increases was the 
imposition by the Australian government of an export duty of 
approximately $8 per metric ton (or about one-half of the average 
price increases) on exports of high quality coking coal subse- 
quent to August 19, 1975. Earnings from copper operations were 
sharply lower as prices and profitability, when compared to 1974, 
were affected by a worldwide oversupply of copper. During July 
1975 the Peruvian government expropriated the iron ore mining 
properties and facilities of a 46%-owned affiliate, Marcona Cor- 
poration, in Peru. In view of the uncertainties regarding compen- 
sation for the expropriated assets, the affiliate wrote off the 
assets thus giving rise to the extraordinary loss recorded during 
the year. Earnings of affiliates were sharply lower primarily as a 
result of the Peruvian expropriation and decreased earnings of 
another affiliate involved in the production and sale of copper. 


Comparison of 1974 to 1973 

Net income increased by 57% and gross revenues from opera- 
tions by 51% principally because of increases in the prices for 
Australian coking coal in addition to those normally realized from 
cost escalation provisions applicable to all existing long-term 
arrangements with both Japanese and European buyers. In addi- 
tion, particularly strong copper prices in the first half of 1974 
enabled Utah to record record earnings for both the Island Cop- 
per mine and the 25% -owned Cyprus Pima Mining Company. The 
significant foreign currency exchange gain reported for 1973 
was attributable to currency realignments during that year which 
increased the value of the Australian dollar in relation to the U.S. 
dollar by about 25%. 


Other Comments 

New profit centers which had been under development for sev- 
eral years began making important profit contributions for the 
first time during 1972 and 1973. The Island Copper mine began 
shipping copper concentrate during December 1971. Shipments 
of coking coal from the Goonyella and the Peak Downs mines 
began in October 1971 and July 1972, respectively. Offsetting 
these favorable benefits were increased net interest costs re- 
sulting from greater borrowings to finance the new mines, a 
decline in capitalized interest costs, and reduced profitability 
from uranium operations as well as from Marcona Corporation. 
Unusually favorable shipping revenues realized by Marcona in 
1971 declined in 1972, and in 1973 Marcona reported losses from 
its Peruvian iron ore mine. Over the years, provisions for loss 
have been made as a result of continued uncertainties with re- 
speci to the profitable disposition of certain real estate and other 
investments. These provisions, included as part of costs and 


expenses except as noted, totaled $5.0 million in 1975 ($2.3 mil- 
lion of which was included under other, net), $12.3 million in 1974 
($3.0 million of which was included under other, net) and $7.0 mil- 
lion in 1973 ($2.0 million of which was included under other, net). 


Lines of Business for Five Years 

The following table presents the approximate percentages of 
revenues and profits attributable to each of Utah’s lines of busi- 
ness activity for the five years ended October 31, 1975. All of such 
information is exclusive of discontinued operations. 


Years ended October 31 1975 1974 1973 1972 1971 


(1) Gross revenues from 
operations 4 


Mining .... 94% 94% 93% 90% 80% 
Oil and gas * 5 5 5 7 12 
Land acquisition and 

development. . 1 1 2 3 8 

(2) Gross profit from operations @ b 

Mining : 96 98 99 93 86 
Oil and gas f 5 5 3 te 10 
Land acquisition and 

development - (3) (2) = 4 
Construction activities (i)e - - - - 


(3) Gross profit from operations 
plus equity in earnings of 
affiliates, joint ventures 
and partnerships > 


Mining A .. 95 91 93 84 64 
Oil and gas. > é 5 5 3 6 rf 
Ocean shipping 3 9 9 10 26 
Land acquisition and 

development (2) (5) (5) - 2 


Construction activities (1) - - - 1 


@ The terms “Gross revenues from operations” and “Gross profit 
from operations,” as used herein and in Utah’s consolidated 
financial statements, include the operations of Utah and its 
majority-owned subsidiaries. The operating results of affiliates, 
joint ventures and partnerships are not included therein; Utah’s 
share of the earnings of such entities is reported by use of the 
equity method of accounting. 

> Certain percentages have been restated from those previously 
reported (none by more than 1%) to reflect retroactive reclas- 
sifications made in 1975. 

© Relates to a provision for loss attributable to an interest in a 
limited partnership engaged in construction. 


Form 10-K 

To receive a copy of the Utah International Form 10-K report to 
the Securities and Exchange Commission, requests should be 
directed to: 

W. Drew Leonard, Vice President 

Utah International Inc. 

550 California Street 

San Francisco, California 94104 
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